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Town of Purcellville Presentation to the

- . . . Town Councill
Utility Fund Financial Strategie
Eric Callocchia, Senior Manager April 4, 2018
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Reviewc Rate Setting Process

Contributions to Reserves

Planned Capital

Improvement Projects Annual

Revenue
Requirement

Existing Debt Service

Operating & Maintenance
Expenses

Annual Annual
Revenue - Miscellaneous
Requirement Revenues

Net Revenue
Requirements

Annual Annual
Revenues with Surplus /
Current Rates (Shortfall)

Net Revenue

Requirements
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Reviewc Flow of Funds

Operating Expenses

Cash
Funded
at! D

Debt
Funded

Capital Expenses

System
System Expansion
Rehabilitation (Availabilitie
and
Regulatory
(existing users)

Debt /Cash
Funded

Availability Fees

Shortfall in Availability Fees




Water and Sewer Utility
Revenue Overview FY 2019

Water FY 2019 Budget (in thousands) Sewer FY 2019 Budget (in thousands)
$177
3%

" $414 $338

W Fixed Charge Revenue W Fixed Charge Revenue

B Unit Rate Revenue B Unit Rate Revenue

W Availability Fee Revenue W Availability Fee Revenue

I"“”'"“' I B Miscellaneus Non-Rate Revenue m Miscellaneus Non-Rate Revenue
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Water and Sewer Utility
Expense Overview FY 2019

Water FY 2019 Budget (in thousands) Sewer FY 2019 Budget (in thousands)

$155
4%
$228 5239/5 $52
W Staff 3% M Plant W Staff > 1% mpiant
Others m Wells B Pump Stations Meter Reading
Meter Reading W Debt Service W Debt Service W Cash Funded Capital

W Cash Funded Capital
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Water and Sewer Utility
Total Overviewg FY 2019

Total FY 2019 Revenue Budget (in thousands) Total FY 2019 Expense Budget (in thousands)

$228 $52 $239
3% 1% 3%

m Fixed Charge Revenue

m Unit Rate Revenue W Staff B Debt Service
W Availability Fee Revenue B Plants B Cash Funded Capital
m Miscellaneus Non-Rate Revenue W Other H Wells
m m Pump Stations m Meter Reading
Total Revenues i Total Expenses = Total System Cash Flow (in thousands) : $10,611 7 $8,369 = $2,423 6
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Water Projectsg Ongoing
Projected Capital Investment Needs

Water Projectsg Ongoing Projects
Nature Park Wells & PLC Upgrades

S Nursery Ave Water Main Replacement
12th Street Water Main Replacement
Hirst Well Membrane

Intake Structure for Hirst Reservoir
Consolidated Well Treatment Facility
Hall Ave/O St Water Main Replacement

F Street Water Main Replacement

Total Water Ongoing Projects

Cash Funded
Debt Funded

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 Total
$350,000 $350,000
$128,800 $128,800

$64,062 $190,120 $100,000 $454,182
$350,000 $350,000
$80,000 $700,000 $1,480,000

$50,000 $2,000,000 $1,000,000 $4,050,000
$73,600 $220,800 $294,400
$93,600 $280,800 $374,400
$1,110,062 $2,771,720 $1,800,000 $- $- $5,681,782
$1,110,062 $691,720 $100,000 $- $- $1,851,782
$- $2,080,000 $1,700,000 $- $- $3,830,000

Assumes new loan in FY 2020 for Consolidated Well Treatment Facility and Reservoir Intake Structure.
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Water Projects LongTerm

Projected Capital Investment Needs

Water Projects; Long Term Future Projects
Holly Lane Water Main Replacement
LVSC Water Main Replacement

Water Treatment Plant Improvements

A Street Water Line Loop

New Elevated Water Tank

21st Street Water Main Replacement

G Street Water Main Replacement

E Street Water Main Replacement
Springsbury Drive Water Main Extension
Rugby Court Water Main Extension

Total Water Longlerm Projects

Cash Funded
Debt Funded

FY 2023 FY 2024 FY 2025 FY 2026 Total
$175,000 $175,000
$218,000 $218,000

$1,207,500 $1,207,500
$107,000 $107,000
$2,610,000 $2,610,000

$3,680,000 $3,680,000

$596,000 $596,000

$286,000 $286,000
$138,000 $138,000
$95,000 $95,000
$1,833,500 $989,000 $2,610,000 $3,680,000 $9,112,500
$1,833,500 $989,000 $- $- $2,822,500
$- $- $2,610,000 $3,680,000 $6,290,000

Assumes planning for additional loan in FY 202%N&w Elevated Water Tank and 21st Street Water Main Replacemer

Municipal & Financial Servioes Group
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Sewer Projectg Ongoing
Projected Capital Investment Needs

Sewer Projects FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2026 Total FY 2019 FY 2026
East End Pump Station $131,070 $250,000 $1,085,000 $1,466,070
Membrane Replacement $173,780 $173,780 $173,780 $173,780 $695,120
West End Pump Station Improvements $183,750 $541,250 $725,000
Cell Tower $280,000 $280,000
LEAP Aeration Upgrade $160,000 $160,000
Reclaimed Water Dispensing Station $25,000 $75,000 $100,000
Ongoing Cash Capital $250,000 $1,000,000
Total Sewer CIP $793,600 $1,040,030 $1,418,780 $173,780 $250,000 $4,426,190
Cash Funded $793,600 $1,040,030 $1,418,780 $173,780 $250,000 $4,426,190
Debt Funded $- $- $- $- $- $-

Assumes cash funding of $250,000 per year for FY 2023 through 2026
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Projected Avalilabilities By Project

Project FY 2019 FY 2020 FY 2021 and Beyond
Commercial
Catoctin Corner 1 3/4" 1
Purcellville Gateway 1 3/4" 1
Mayfair Industrial 4 5/8" 3 5/8" 7
Vineyard Square 1 1" 1
Chapman 1 3/4" 1
1 2" 1
O'Toole 1 5/8" 1
2 3/4" 2
Shoppes at Main & Maple 1 3/4" 1
Stupar 2 3/4" 2
Fields Farm Recreation Area 3 3/4" 3
Norbo Lot on Main St. 1 3/4" 1
Residential
Infill 1 5/8" 2 5/8" 9 5/8" 12
Mayfair 60 5/8" 15 5/8" 75
Village Case 10 5/8" 14 5/8" 24
Morgan Meadows 3 5/8" 2 5/8" 5
Vineyard Square 1 2" 1
Ball Property 10 5/8" 10 5/8" 20
Purcellville Gateway 6 5/8" 6
Total Availability Fee Revenu $4,806,431 $2,817,563 $1,420,620 $9,044,614

The $1,420,620 is assumed to be spread over FY 26%12023. 10
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Scenario #X Baseline (Continuation of FY 2019 Budget)

Assumptions:

- FY 2019 Budget, increased 2.1% annually - Current Projection of Availabilities sold
- Fully Fund Current CIP

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Availabilities Sold 61 99 58 10 10 10 - 248
Water Rate Increase 0.0% 2.0% 3.0% 3.0% 3.0% 3.0% 3.0% 18.2%
Sewer Rate Increase 0.0% 2.0% 3.0% 3.0% 3.0% 3.0% 3.0% 18.2%
$12,000,000
$10,000,000

$8,000,000
$6,000,000
$4,000,000
$2,000,000
S0
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
mmm \Water Operating and Debt Expenses I Sewer Operating and Debt Expenses Water and Sewer Cash Capital Expenses
Total Revenues Under Current Rates =—8-=Total Revenues Under Proposed Rates

MM Chart above includes all expenses and all revenues, including Availability Fee revenues.
Rates are assumed to increase 3.0% per year beginning FY 2025 11
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$14,000,000
$12,000,000
$10,000,000
58,000,000
56,000,000
54,000,000

2,000,000

S0

Scenario #k Baseline
Combined Water and Sewer Cash Balance

/ —ly
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FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
End of Year Cash Balance =8=_ash Balance Target (1x Annual Operating and Debt)
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Scenario #X Baseline
LongTerm Structural Balance

Combined Funds Structural Balance Projection

$20,000,000
$18,000,000
$16,000,000
$14,000,000
$12,000,000 —
$10,000,000
$8,000,000 . [ ] .
$6,000,000
$4,000,000
$2,000,000
SO
FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 FY 20 FY 21 FY 22 FY 23 FY 24 FY 25
I Recurring Revenues WM Non-Recurring Revenues / Availabilities Recurring Expenditures and Debt Service =—=Cash & Cash Equivalents
A Structural Balance = recurring revenues equal or greater than recurring expenses
A Does not include onéime expenses such as cash funded capital projects
MR A Town policy is Cash (purple line) sholle equivalent or greater than the Recurring Expenditure (green line)
% A There is an operating deficit any time the Recurring Expenditures (green line) is higher than Recurring Revenues (blokbao)tio 13




Scenario #X Baseline Takeaways

A Three sets of assumptions have evolved since the FY 2018 Budget process:
VEKS ¢2¢y wSAUNHzZOUdzNBER A0Qa RSod LINRPTFALS
V The number of projected availabilities sold over the next five years has decreased (negat
Impact)
V CIP projects have been updated for timing and/or cost (negative impact)

A These changes combine to result in upward pressure on the originally projected rate increase
The rate increases shown in Scenario #1 do not allow the fund to achieve structural balance.

A Need to continue to develop a losigrm plan for utilities as they are currently structurally
Imbalanced and newly identified capital needs will require Town tenter the credit market in
FY 2020.

A Best managed systems develop a plan to achieve structural balance in a way that moderates
rate fluctuations over time and take advantage of the compounding benefits of small and stea
Increases.




Scenario #2; Baseline at Structural Balance

Assumptions:

- FY 2019 Budget, increased 2.1% annually - Current Projection of Availabilities sold
- Fully Fund Current CIP - Rates at structural balance by FY 2025
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Availabilities Sold 61 99 58 10 10 10 - 248
Water Rate Increase 0.0% 2.0% 9.0% 9.0% 9.0% 9.0% 9.0% 56.9%
Sewer Rate Increase 0.0% 2.0% 9.0% 9.0% 9.0% 9.0% 9.0% 56.9%
$12,000,000
$10,000,000
e — —

$8,000,000 - -

$6,000,000

$4,000,000

$2,000,000

S0
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
mmm \Water Operating and Debt Expenses I Sewer Operating and Debt Expenses Water and Sewer Cash Capital Expenses

Total Revenues Under Current Rates =—8-=Total Revenues Under Proposed Rates

MM Chart above includes all expenses and all revenues, including Availability Fee revenues.

Municipal & Financial Servioes Group

Rates are assumed to increase 3.0% per year beginning FY 2025 15




$14,000,000
512,000,000
$10,000,000
8,000,000
56,000,000
54,000,000

52,000,000

S0

Scenario #2; Baseline at Structural Balance
Combined Water and Sewer Cash Balance
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FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
End of Year Cash Balance =8=ash Balance Target (1x Annual Operating and Debt)
¢C26Yy Ydzad Y2YyAG2NI O2YLIX Al yOS 6A0K GKS ¢246y Qa

Ol &adk
16




Scenario #2; Baseline at Structural Balance
LongTerm Structural Balance

Combined Funds Structural Balance Projection

$20,000,000
$18,000,000
$16,000,000
$14,000,000
$12,000,000 —
$10,000,000 l
$8,000,000 . — T
[—
$6,000,000
$4,000,000
$2,000,000
S0
FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 FY 20 FY 21 FY 22 FY 23 FY 24 FY 25
I Recurring Revenues M Non-Recurring Revenues / Availabilities Recurring Expenditures and Debt Service ===Cash & Cash Equivalents
A Structural Balance = recurring revenues equal or greater than recurring expenses
A Does not include onéime expenses such as cash funded capital projects
MR A Town policy is Cash (purple line) shoble equivalent or greater than the Recurring Expenditure (green line)
% A There is an operating deficit any time the Recurring Expenditures (green line) is higher than Recurring Revenues (blokbao)tio 17




Water and Sewer Utility
Scenario #2; Baseline at Structural Balance Takeaways

ACKS {OSYINAZ2 I H |R2dzadyYSyda Itft2¢ GKS
structural balance in FY 2026 assuming 3.0% rate increases each year beginning FY
2025.

A As forecasts show little to no Availabilities after FY 2021, a plan is needed to eliminate
reliance on this revenue stream.

A Recurring revenues will need to be set in a manner to cover future operating and capi
costs.

A Outside of other revenue streams, user rate revenues need to increase to achieve
structural balance within a lontgrm financial plan.
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Water and Sewer Utility
Scenario #3 $500,000 Additional Annual Revenue

Assumptions:

- FY 2019 Budget, increased 2.1% annually - Current Projection of Availabilities sold (Including Mayfair)
- 100% Cash CIP Funding - $500,000 per year in additional revenue
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Availabilities Sold 61 99 58 10 10 10 - 248
Water Rate Increase 0.0% 2.0% 7.0% 7.0% 7.0% 7.0% 7.0% 43.1%
Sewer Rate Increase 0.0% 2.0% 7.0% 7.0% 7.0% 7.0% 7.0% 43.1%
$12,000,000
$10,000,000
——-
i —
$8,000,000 -

$6,000,000
$4,000,000
$2,000,000
S0
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
mmm \Water Operating and Debt Expenses I Sewer Operating and Debt Expenses Water and Sewer Cash Capital Expenses
Total Revenues Under Current Rates =—8-=Total Revenues Under Proposed Rates

MM Chart above includes all expenses and all revenues, including Availability Fee revenues.
Rates are assumed to increase 3.0% per year beginning FY 2025 19




Scenario #3 $500k Additional Annual Revenue
Combined Water and Sewer Cash Balance

516,000,000
$14,000,000
$12,000,000
$10,000,000
58,000,000
56,000,000
54,000,000
52,000,000

SO

FY 2018 FY 2019 FY 2020 FY 2021

End of Year Cash Balance
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Scenario #3 $500k Additional Annual Revenue
LongTerm Structural Balance

A Structural Balance = recurring revenues equal or greater than recurring expenses
A Does not include onéime expenses such as cash funded capital projects
TRl A Town policy is Cash (purple line) shoble equivalent or greater than the Recurring Expenditure (green line)
(IS A There is an operating deficit any time the Recurring Expenditures (green line) is higher than Recurring Revenues (hloBgaojtio 21



